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RESIDENTIAL VACANCY AND THE DEMAND 


FOR RENTAL HOUSING 


HE relationship of the supply of and demand for housing accommodations 
; at any particular time or in any community has generally been good for 

an argument. Outside of the figures which have appeared in several com- 
plete decennial census enumerations, there have not been any authentic nation- 
wide figures available. The difficulty with these complete enumerations is that 
the figures do not become available until they are no longer of much value, as the 
tabulation of one of these enumerations takes from 6 months for the first figures 
to 3 years or more before the last figures are computed. 


The 1950 census did compile figures on the condition of the housing supply 
in relationship to the demand. It was found in that enumeration that in the United 
States, 6.9% of the housing accommodations were vacant. Of these, however, 
2.5 percentage points represented seasonal housing such as summer cottages, re- 
sorts, and other units which are normally occupied during only a portion of the 
year; 1.1 percentage points consisted of dilapidated units which were considered 
as inadequate housing; 1.7 percentage points consisted of housing held off the mar- 
ket for some reason,or housing awaiting occupancy; 0.5 percentage points repre- 
sented vacant housing which was for sale at the time; and 1. 1 percentage points 
of all housing units consisted of housing actually for rent. 


The Bureau of the Census has made quarterly sample surveys since the second 
quarter of 1955. These surveys indicate that since 1950 the figures have changed. 
Total vacancy as shown by this survey reached 9% in the third quarter of 1956, 
dropping to 8. 5% in the first quarter of 1957. Vacant units actually for rent in the 
third quarter of 1956 constituted 2.2% of the housing supply, while in the first 
quarter of 1957 they constituted 1.8%. The way these percentages have gone up 
and down is shown graphically on the chart at the top of the following page. The 
fact that vacancy in the first quarter of 1957 was lower than it has been at any time 
since the fourth quarter of 1955 is interesting. This fact holds, whether total va- 
cancy is considered or if the field is narrowed to any particular type of residential 
vacancy, with the exception of dwelling units vacant and for sale, which is higher 
now than it was in the last quarter of 1956. 


A further breakdown shows that vacancy is much higher outside of standard 
metropolitan areas than it is within these areas. It also shows that vacancy is 
much higher in rural than in urban areas. Vacancy is highest in the West and low- 
est in the Northeast. 
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The table on page 333 shows the Housing Vacancies 


vacancy percentage in FHA rental UNITED STATES 
housing projects, by districts, on aig - 
March 31, 1957, in comparison with pv. 7% 
the same date in the 4 preceding ; 
years. Vacancy dropped from 3.2% 
in March 1956 to 2.7% in March 1957. SBASCNL 
Norman Mason, Commissioner of the 
FHA, has emphasized that the vacan- 
cy ratios shown in this table relate 
only to those rental projects with 
FHA-insured mortgages outstanding 
on March 31, 1956, and 1957. He 
added that they are not necessarily in- 
dicative of the general vacancy situa- 
tion in local housing markets, either 
because new FHA-insured projects 
may have substantial vacancies during 
the early period of attaining initial oc- 
cupancy, or because the FHA proj- 
ects may not be representative of the 
general housing market in terms of 
project location, size of units, rent “ 
distribution, or age of structures. 1950 1955 1956 1957 


The fact that the Census Bureau and the FHA both show a considerable drop in 
vacant dwelling units between 1956 and 1957 would indicate that the slowing down 
in the volume of new construction has had a healthy effect on the market for exist- 
ing properties. As vacancy shrinks there is a tendency for rents to rise. If the 
increase in rents is sufficient in relationship to the increase in construction costs, 
an incentive is provided for new building. 
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Total vacancy in a country must necessarily depend on three things: the num- 
ber of dwelling units, the number of individuals or family groups wanting separate 
quarters, and the distribution of the population. Each of these depends on a num- 
ber of other influencing factors. 


For instance, the number of dwelling units is dependent on construction in 
past periods, less demolitions. It is particularly affected by recent construction. 


The number of individuals or family groups wanting separate quarters depends 
again on the age composition of the population and the degree of economic well- 
being at the time. The larger number of persons in the younger and the older age 
groups is having a definite effect on housing demand. The increase in the younger 
groups is increasing the demand for dwelling units with more rooms, while the in- 
crease in the older age groups is helping the demand for smaller units which can 
be maintained with less effort. We have already passed the trough in the number 
of persons reaching marriageable age, and during the period well into the 1970’s 
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the number of persons reaching marriageable age each year will be increasing, 
slowly at first, then more rapidly, bringing about an increase in the number of 
marriages which, in turn, should bring about an increase in the demand for smaller 
rental units. Figures show, however, that the average purchaser of a single- 
family dwelling approximates 35 years of age. Since we are still in a declining 
cycle of the number of persons reaching 35 years of age each year, and will be in 
this cycle for the next 13 years, all other factors being equal, we would expect 
some shrinkage in demand for the purchase of homes at the same time that the 
demand is increasing for rental housing. 


A change in the distribution of population can cause a change in vacancy fig- 
ures in any particular community. Farms have been losing population for many 
years, and at the same time the average number of acres per farm is increasing. 
Apparently successful farmers are buying adjoining acreage. The fact that hous- 
ing accommodations in rural areas which formerly housed families are now aban- 
doned increases the demand for housing in the communities to which these farmers 
have moved. The mass white migrations which have taken place in the United 
States from the North and East to the South and West, and the colored migrations 
which have taken place from the South to the North, have all had their effect on 
the supply of and demand for housing of various types in communities throughout 
the United States. The fact that deserted housing exists in rural areas does not 
increase the housing facilities in metropolitan areas. 


It is my opinion that a number of trends in the United States will make rental 
properties of more importance than they have been in recent years. These factors 
could be listed as follows: 


1. The period of extremely low downpayments and low interest rates is over, 
probably not to return for many years. These low downpayments and low interest 
rates made it possible for many families to purchase a home under conditions 
which were more favorable than rent. Rental units will be able to compete with the 
higher downpayments now necessary as higher interest rates increase the monthly 
cost of ownership on single-family residences. 


2. The increases in the marriage rate which will take place because of the 
increasing number of persons reaching marriageable age each year will increase 
the number of young families. With normal business conditions, a large number 
of these families will want separate dwelling units. They will not have the funds 
necessary for larger downpayments, and will, in all probability, seek rented units. 








3. The low birth rate of the depression period isnow resultingin aconstantly 
decreasing number of persons reaching 35 years of age, and this will decrease 
the demand for home purchases. Combined with the higher downpayments and in- 
terest rates, unless the Federal Government subsidizes the home building indus- 
try, the volume of new building is apt to show a considerable shrinkage during 
the next few years. 





